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SUBJECT: PRIME MINISTER SEES CONTINUED DIFFICULTY AHEAD 
IN ANNUAL STATE OF THE ECONOMY ADDRESS 

1. BEGIN SUMMARY: IN AN ANNUAL SPEECH TO AN 
AUCKLAND ROTARY CLUB WHICH HAS BECOME A PLATFORM FOR 
MAJOR ECONOMIC ANNOUNCEMENTS IN THE PAST, PRIME MINISTER 
MULDOON DELIVERED A GENERALLY PESSIMISTIC ECONOMIC 
REVIEW ALTHOUGH HE FELT THE BATTLE AGAINST THE COUNTRY'S 
ECONOMIC ILLS WAS MAKING SOME SLOW PROGRESS. THE LATEST 
CONSUMER PRICE INDEX RISE OF 3.6 PERCENT HE SAW AS 
DISAPPOINTING AND ADMITTED THAT THE NATIONAL PARTY 
GOVERNMENT CANNOT FINISH ITS PROMISED RESTORATION OF THE 
ECONOMY BY THE END OF ITS THREE YEAR TERM IN NOVEMBER 
1978. END SUMMARY. 

2. PRIMIN MULDOON NOTED THAT THERE HAD BEEN EXCESSIVE 
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BUSINESS CONFIDENCE UNTIL MID-1977 AND THAT AS NEW ZEALAND 
IS NOW ENTERING AN ADJUSTMENT PERIOD, THERE COULD BE A 
RESULTANT EXCESSIVE LACK OF CONFIDENCE AMONG BUSINESSMEN 
AND THIS COULD LEAD TO A MAJOR DEPRESSION INSIDE NEW 
ZEALAND. THE GNZ IS ANXIOUS TO AVOID THIS AND WILL TAKE 
THE STEPS NECESSARY TO SEE THIS DOES NOT OCCUR. THE PM 
STATED AVOIDANCE OF FURTHER UNEMPLOYMENT IS A MAJOR 
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GOVERNMENT GOAL EVEN THOUGH IT WILL INVOLVE MORE OVERSEAS 
BORROWING. MULDOON ACKNOWLEDGED THAT THE GNZ HAD 
DELIBERATELY DEPRESSED LIVING STANDARDS; CONSUMER 
DURABLE SALES HAD BEEN REDUCED; THE GARMENT INDUSTRY WAS 
NO LONGER RAPIDLY EXPANDING DUE TO THE QUOTA RESTRICTIONS 
FROM AUSTRALIA; THE MOTOR INDUSTRY WAS SETTLING DOWN TO A 
LOWER LEVEL OF DEMAND AND UNEMPLOYMENT COULD RISE 
FURTHER. 

3. IN SUMMARY MULDOON THOUGHT THAT 1978 WOULD NOT BE A 
GOOD YEAR BUT WOULD NOT BE SIGNIFICANTLY WORSE THAN 1977. 
HOWEVER, PREDICTABLY, THE LEADER OF THE OPPOSITION SAW 
THE SPEECH AS AN ADMISSION OF TOTAL DEFEAT CLAIMING 
THERE WERE NO POLICIES AND NO DIRECTION FOR THE FUTURE. 
EDITORIALS RECOGNIZED THE COLD FACTS OF THE SITUATION 
AND PRAISED MULDOON FOR HIS FRANKNESS. THERE IS HOWEVER, 

NO CAUSE FOR OPTIMISM IN THE SHORT RUN. SELDEN 
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